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COMMODITY FUTURES TRADING COMMISSION
A revised Form 1-FR to be used for complying with financial reporting require
ments will be adopted by the Commission effective 3/27/79, (see the
3/12/79 Fed. Reg., pp. 13435-60). Form 1-FR was revised to reflect the
Commission’s new minimum financial requirements adopted last year which
amend the reporting requirements for futures commission merchants (FCMs)
and change the formula used to determine whether FCMs meet the Commission's
financial requirements. The revision consists of nine changes which are:
an alteration of the "Statement of Financial Condition” to provide
information needed to compute adjusted net capital; slight revisions
of the "Statement of the Computation of Minimum Capital Requirements"
and the "Schedule of Segregation Requirements and Funds In Segregation";
five new Statements; and the deletion of a requirement for certain
information.
In addition to the above action, the Commission has issued a final
rule delegating authority to take action, which is not policymaking in
nature, in several areas with respect to accounting procedures and
reporting requirements to the Director of the Division of Trading and
Marketing. This rule became effective on 3/12/79. For further infor
mation on these changes contact John L. Manley at 202/254-8955.
COUNCIL ON WAGE AND PRICE STABILITY
In an effort to avoid a serious "surge in prices in April and May," the
Administration has significantly tightened its voluntary guidelines.
The anti-inflation program was jolted by reported double-digit inflation
for both January and February. Focusing their efforts on April, May
and beyond, CWPS is apparently conceding a similar result for March.
CWPS Chairman Alfred Kahn recently stated he believes many companies
were planning to raise their prices by the full allowable amount at the
beginning of the second six month period. As a result, these companies
are now restricted to taking only one-fourth of their allowed annual
increase in the next three months, rather than take half of their
allowed annual increase as soon as they wished in the second six months of
the year. Kahn also indicated his hope that labor would regard this move
as proof of the even-handed approach of the anti-inflation efforts.
The Carter Administration's voluntary wage and, price guidelines became less
voluntary as Federal regulators threatened both truck industry management
and union representatives in Washington last week. Alfred Kahn, the
Administration's chief inflation fighter, warned the Teamsters Union that
if current trucking industry bargaining results in a settlement that
exceeds Administration guidelines, the union can expect to see Federal
deregulation of the trucking industry accelerate and "produce more drastic
results." In a related move, the Interstate Commerce Commission has warned
owners that excessive wage and fringe-benefit increases will not be passed
along to consumers in the form of rate increases. Traditionally, industry
resistance to union demands has been weakened by t h e knowledge that their
common labor costs become the basis for further rate increases. The ICC
has put the 16,000 firms it regulates on notice that union increases,
already at $9.38 an hour, and about $1.50 above the industry average,
must conform to Administration guidelines. The Teamsters, on the other
hand, argue that they are suffering from job erosion. While it is certain
that the 270,000 Teamsters covered by the national agreement do not wish
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to face additional competition created by deregulation, their main weapon
remains intact. Even the most optimistic Administration officials believe
that a national truckers strike would cripple vast areas of the economy.
FEDERAL ELECTIONS COMMITTEE
Senate and House elections should not have to bear the brunt of "abuses arising
from unlimited campaign spending and the proliferation of political action
committee (PAC) contributions," declared
to Senator Ted Kennedy of
Massachusetts, in introducing legislation (S.632) to provide for public
financing for Senate general elections. Kennedy strongly insinuated that
the 1974 enactment of the public financing law for presidential campaigns
left the Senate and the House vulnerable as the only area where substantial
PAC campaign contributions pose "an increasingly urgent challenge to the
integrity of the election process in our democracy." As proof of his
proposition, he pointed to the growth of political action committee
contribution, rising from $12.5 million in 1974, to over $32 million
in 1978. S.632 does not amend current law to deal with PAC’s, but provides
effective alternative sources of campaign funding. The bill would not
affect primaries but would apply to the general elections beginning in 1980.
The bill, similar to a measure introduced in the House of Representatives
(HR 1), would establish spending limits related to the number of eligible
voters in each state, require public matching funds, and limit expenditures
from family funds to $35,000. Except for the restriction on family funds,
the bill will waive the overall spending limit if an opposing candidate
exceeds the spending limit. Hearings were held last week in the House
on public financing and Senate sponsors plan to wait for the House to act
before pushing the Senate bill. Democratic leadership support for public
financing appears to have increased mirroring the growth of "special interest"
PAC contributions.
A series of Regional Workshop Conferences on elections administration has been
announced for later this year and early 1980 under the sponsorship of State
and local associations of elections officials and the FEC’s National Clearing
house on Elections Administration. The purpose of the conference is to
improve elections administration through the exchange of information and
assistance between election officials. Each regional meeting will consider
problems peculiar to the States within that region, as well as discussing
problems mutual to election administrators throughout the country. Following
is a list of the Workshops by Region, with the dates and locations:
Midwest, 7/22-7/24/79, Concourse Hotel, Madison, Wisconsin; Far West,
8/19-8/21/79, Woodlake Inn, Sacramento, California; Northeast, 9/9-9/11/79,
Sheraton Center City Hotel, Philadelphia, Pennsylvania; Southwest/Plains,
12/9/-12/11/79, Austin Marriott Hotel, Austin, Texas; Southern, 1/31-1/15/80,
Winston-Salem Hyatt Hotel, Winston-Salem, North Carolina. For further
information contact Fred Eiland or Sharon Snyder at 202/523-4065.
FEDERAL RESERVE BOARD
Regulations to implement provisions of the Financial Institutions Regulatory
and Interest Rate Control Act of 1978 (FIRA) have been proposed by the
FRB and FDIC. Title VIII of the Act prohibits banks that maintain a
correspondent account relationship with each other from extending credit
on preferential terms to each other’s executive officers, directors, or
principal shareholders. It also prohibits the opening of a correspondent
accounting relationship between banks where there is a preferential
extension of credit from one bank to an executive officer, director, or
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principal shareholder of the other bank. The proposal defines a
correspondent account as an account that is maintained by a bank with
another bank for the deposit or placement of funds. Titles VIII and IX
also require insured banks and the executive officers and principal
stockholders of record of insured banks to file certain reports. These
titles went into effect on 3/10/79. Comments on the regulations must
be received by 4/20/79. Additional information may be obtained by
calling Bronwen Mason (202/452-3564) or Michael Bleier (202/452-3721)
of the FRB, Alan J. Kaplan (202/389-4433) of the FDIC, or William H.
Rivoir (202/447-1989) of the Office of the Comptroller of the Currency.
GENERAL ACCOUNTING OFFICE
Deficiencies in the implementation of FMC 74-4, concerning cost principles
Applicable to grants and contracts with State and local governments, and
the effects of these deficiencies on intergovernmental relations are
discussed in a recent GAO report. Entitled "Federal Cost Principles Are
Often Not Applied in Grants and Contracts With State and Local Governments",
the report concludes that the Office of Management and Budget should revise
its instructions to Federal agencies to emphasize the Federal policy of
recognizing total allowable costs incurred by State and local governments
to administer and operate Federal grant programs. Other recommendations for
CMB's consideration and possible implementation include: the prohibition
of Federal agencies from discouraging total cost determinations by
grantees; the establishment of procedures for handling grantee complaints; the
establishment of a clearer understanding by grantees and funding agencies
that indirect costs will not be recognized without evidence of plans and
proposals; and the establishment of a long-range goal for the submission,
review and approval of all cost allocation plans before grantees are
permitted to use them in Federal grants. In addition, the GAO has recommended
that, in order to improve the administration and monitoring of FMC 74-4, CMB
should adopt a more active approach in monitoring agency implementation of
the circular and insist on greater adherence to the circular’s principles
and procedures. Copies of the report are available from the GAO (S/N GGD78-111).
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The health of Administration hospital cost control bill'appears to be' improving
Rep. A1 Ullman (D-Qre), influential chairman of the Ways and Means Committee,
recently pledged to support the proposal. HEW Secretary Califano called
Ullman's support "just about the most important thing that has happened in
this Congress." Califano told the Senate Finance Health Subcommittee that the
Administration doesn't "regard this program as the be-all and end-all to deal
with the problem" of skyrocketing hospital costs, and added he wouldn't object
to writing a termination date into the legislation. A five-year termination
date has been proposed. Alfred E. Kahn, Chairman of the Council on Wage
and Price Stability agreed. The Administration bill would give the hospital
industry until the end of 1979 to lower their rate of cost increase to 7.9
percent annually, or subject individual hospitals to mandatory limits on
total inpatient revenues per admission starting January 1, 1980. The prospects
for passage of the bill this year has greatly improved as Commerce Health
Subcommittee Chairman Henry Waxman (D-Calif) indicated "there are better
protections for labor, there is broad support for effective state cost contain
ment programs, the limits applied to hospitals reflect the costs they pay for
goods, and there are rewards for the efficient hospitals."
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OFFICE OF MANAGEMENT AND BUDGET
Another segment from OMB's Federal Acquisition Regulation project has been
published (see 3/9/79 Fed. Reg., pp.13053-55). This portion deals with
ethics, contractor record retention, publicizing contract actions, labor
surplus area concerns, foreign acquisitions, and bonds and securities.
Comments on this segment are requested by 5/3/79. For more information
contact William Maraist or Strat Valakis at 202/395-3300.
TREASURY, DEPARTMENT OF
The prospects for any change in the controversial carryover basis provision of
the estate tax were given another near fatal blow at hearings held last
week by the Senate Finance Taxation and Debt Management Subcommittee.
Donald Lubick, Assistant Treasury Secretary for Tax Policy, reaffirmed
the Carter Administration support for the provision which would eventually
tax inherited property at the same basis as that of the decedent at time
of death. In outlining the Treasury position, Lubick noted that the
Administration proposes to increase the minimum basis on which the carryover
rules would apply and limit that application only to estates that are
required to file estate tax returns. Subcommittee Chairman Harry Byrd Jr.
(Ind-Va) noted the "administrative nightmare" that the carryover provision
would create and announced that his panel would cancel further hearings
and actions until Treasury submitted detailed legislation to alter the
present rules. This action could severly cripple any efforts to change
the carryover rules in Congress this year. The carryover rules, which
were enacted by the Tax Reform Act of 1976, have been postponed by Congress
and will not go into effect until the end of this year.
The AICPA Federal Tax Division also testified at the carryover basis
hearings. Although the AICPA neither supports nor opposes carryover of basis,
the AICPA is opposed to the carryover provisions currently in the Internal
Revenue Code. If Congress determines that carryover is to be the solution
of the problem of unrealized appreciation at death, the AICPA statement
continues, carryover must be made workable. The proposals of the Treasury
along with certain additional correction proposals of the Federal Tax
Division can make carryover workable, the AICPA concludes.
Anyone wishing to receive one free copy of the AICPA's statement on
carryover basis may do so by contacting the Washington Office at 202/872-819C
extension 47 prior to 3/28/79 and requesting document 3-1.
Legislation that would "clean-up" most of the technical errors contained in the
Revenue Act of 1978 (PL 95-600), the Foreign Earned Income Act (PL 95-615),
and the Energy Tax Act (PL 95-618) has been introduced in the House by Ways
and Means Chairman Ullman (D-Ore) and in the Senate by Finance Committee
Chairman Long (D-La). The bill, the Technical Corrections Act of 1979
(HR 2797, S.614) would affect such items as the business deduction for club
dues, the calculation of the alternative tax as it applies to changes made in
the capital gains exclusion, and changes in the investment tax credit. The
House Ways and Means Select Revenue Measures Subcommittee has announced
that hearings will be held on the bill on 3/27/79. All those wishing to
testify should contact John Martin, committee chief counsel at 202/225-3625
by 3/23/79. Written statements will be accepted until 4/6/79.
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A new court of Federal civil tax appeals would be created by legislation
proposed by Sen. Edward Kennedy (D-Mass). Kennedy, Chairman of the Senate
Judiciary Committee, has included this new court in the "Federal Courts
Improvement Act of 1979", (S.678), a comprehensive judicial reform bill
which would also establish a new disciplinary system for Federal judges.
Under the Kennedy proposal, exclusive jurisdiction over civil tax appeals
from Federal district and the U.S. Tax Court would be given to the new
appeals court. The new court would be made up of 12 existing Federal
circuit court judges and the court would consist of a three member panel
with judges serving on a rotating basis. Kennedy has announced hearings
will be held on the bill on 3/20/79 and his sponsorship should serve to
make it a high priority item for the Senate this session.
The controversial private school discrimination guidelines proposed by the IRS
received the support of the Justice Department at hearings held last week
by the House Ways and Means Oversight Subcommittee. The proposal which
would cut off Federal aid to racial discriminatory private schools, was
praised by Justice as being both "necessary and adequate". This proposal
has been the subject of an avalanche of criticism from private schools throughout
the country. The IRS proposal would focus on those schools that have been
adjudged to be discrimatory or those that were either formed at a time of
public school desegregation, do not have a significant minority enrollment,
or whose formation or expansion is related to public desegregation.
Congressional response, in light of further IRS action, is unclear at this
time.
SPECIAL: PENSION POLICY GROUP TO HOLD FIRST MEETING
The first meeting of the President’s Commission on Pension Policy will be held
on 3/23/78. Topics discussed will include the Commission's mandate, research
strategy for required reports, retirement issues, the establishment of study
groups, and suggestions received by the Commission. In addition, statements
will be accepted from the public. Written statements may be filed by sub
mitting 30 copies to the Commission by 3/21/79. The meeting is open to the
public, and persons who wish to attend should write to the Commission,
736 Jackson Place, NW, Washington, D.C. 20006. The meeting will begin at
9.30 a.m. in Room 2008, 726 Jackson Place, NW, Washington, D.C.
REMINDER:

March 21st is the absolute deadline for subscription renewals to the
Washington Report.
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